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The Hanoceblc Pierre 5. du Pant 
Boirse of Representatives 

Desr f4r. du Font: 

This is out repor t m the need fat the ‘Qder~E Power 
Com?iisaion to evaluate tl?e effectiveness e. nature1 gas 
curtailment policy. de &?3de the review in ICC’3fdonee with 
your request of June 13, 1974, as nodiffed by kubsequcne 
discuss9cms WlLh ytru, 

We invite your attention, to the fact that thifz report 
coneairs recoRmendatinn3 tc2 the Chaiaman of the Ccmmission 
which ace set forth an page 16. As you know, section 236 
st the Legislative Rcoxganizetbon Act of 1970 requires the 
head of a PcBerel agency to submit a written stentezent on 
actions taken an cm .reso~iend~tions to :he MocaW snd Senate 
Comittees on Government Cp@retions rmt later than 60 days 
af,tet the dl&tc of the reoort and ti the House and Senate I 
Combttees on Appropriations with tie qency*s first request 
for apprupf iations mad@ mre thi;n 60 days ,Et,er the date of 
the tepott. 

Me will b@ in tw!*Ch with your office in the near future 
to atranqe for the relernse of the report so that the requite- 
u%?nts= of sectfon 236 can ;M) set in mation. 

! Comptroller General 
I of the United Stat@3 
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DIGEST ---me- 

To deal with the critical natural GAS shortage, the 
i Federal Power Comnissio3. establish& a curtailment . ’ 

policy to limit adverse effects of the shortages 
through end-use priorities wlaich 5est serve the 
public interest. 

The Commission’s jurisdiction extends only to inter- 
state pipeline companies 3x3 not to intrastate pipe- 
line or distributing companies. Therefore it lacks 
authority to wtain the necessary informetion to 
evaluate the effectiveness of: its wtural gas cur- 
tailment Fal icy. The ifitrastate pipefine or distri- 
buting companies acccunt for most of the qas sold to 
consumers. 

The Commission has recognized the meci for.end-use 
and economic impact information but, so fx, has 
been unsuccessful in obtaining the needed infor- 
mation by indirect means. The Cocaissfon, with 
the kederal &nerGy kdninistration, is atteqting 

/ to obtain the needed information. 

Because of the Commission’s past unsuccessful ef- 
forts, GAO is not sure that the current effort will 
be successf u: ; it believes the Comission should 
cuntinue its efforts until a deteaminaticr- c&n be 
made. GAO is recomending that the Comission re- 
port to the Congress on the results of the coordi- 
nated effort. GAO is recommendinq that, if the 
cieslred results are not obtained or if the Comis- 
sion finds the cechaniso! too cumbersome, ahe Com- 
mission see& legislative revisions tc the natural 
Gas Act to extend the CooDfssion’s authority to 
obtain infsrmation cn (11 natural gas tales by 
intrastate pipeline and distributing companies and 
(2) th? end use of the gas by ultimate consumers 
who purchase the qas from interstate and ktrastate 
pipeline and distributing ccapanies. (-See p. 16.1 

tiatural gas constitutes about 33 percent of the 
Decati for Nation’s total energy consumption. 

natural gas began exceeding supplies as early 2s 
lb70 uhen some interstdte pipelrne companies first 
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four,6 it necessary to curtail natural gas deliveries 
to their f irn customers. (See p* 1.1 

Tc evaluate the effectiveness al its curtailment 
pal icy, the Commission needs information on the end 
use of qas supplies and on the economic impact of 
the shortages on the areas affected. 

#it Aout end-use and economic impact iniormat ion p 
the Comission cannot determine whether pipei ine 
companies are distributing available natural gas 
as specified in epproved curtailment plans or . 
whether modifications are needed to achieve cur- 
tailment policy objectives. The Canaission also 
needs such information to make decisions on future 
natural gas matters, such as allocating available 
natural gas a~.‘?g geographic afeEs to equalize the 
shor tage, and tb keep the Congress informed as it 
considers the natural gas derequlation lzsue. 
(See p. a.1 

Because the Commissibn has no authority to obtain 
end-use and economic impact information it has tried 
to monitor its policy by obtaining information under 
its present authority over interstee pipeline com- 
panies. Although the fn:ormatfon obtained was ade- 
quate to show that generally gaa curtailments were 
increasing in broad areas of the country, it did 
not show how the gas was being used or the economic 
impact of the shortages on the areas or communities 
involved. (Set? p. 7.) 

To illustrate the problem, GAO reviewed gas cuc- 
tailments in Delaware and found that the curtail- 
ment reports filed by the interstate pipeline corn- 
panies did not show the actual economic impact of 
the curtailments on the State. The primary reason 
was that Gelmarva Power and Light Company, the 
principal supplier of gas in Delaware, is an intrk- 
state distributing company and not under the Com- 
mission’s jurisdiction. Consequently, the Commis- 
sion has no means of obtaining a major potti-on of 
the data affecting Delaware. (See p. b.1 
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The Federal Power Commission [FPC) is an independent regula- 
tory agency operatino under the Federal Power Act BP4 U.S.C. 792) 
an6 the Natural, Gas Act (15 U.S. C. 717) to regulate certain 
interstate aspects of the electric power a,% natural gas indus- 
tLCft?S. 

PPC Commissioners are appointed for J 5-year term by the 
President with the advice and consent of the Senate. The 
Chairman is designated by the President from among the members 
and 1s the principal executive. The FPC stiaff is compos& of 
the Executive .Director , who is responsible for the effective- 
ness and efficiency of staff operations, 21~3 14 Separate bureaus 
and cffices which advise and assist the Conaissioners in the 

7 discharge of their responsicilfties, 

Under the hatural Gas Act, FPC is responsible for regulating 
. certain interstate aspects of the natural gas industry to in- 

sure an adequate supply oE natural gas at reas3nable prices co 
meet the Nation’s energy needs. FPC issues certificates of 
public convenience and necessity to permit construction of new 
facilities and extensions of existing facilities by interstate 
natural gas companfes. In addition, it regulates interstate 
natural gas pipeline companies’ wholesale rates of natural 
gas, their accounting and reporting requirements, depreciation 
practices, and abandonment of property. It has no jurisdiction 
over Intraste tc pipe1 ine co ipanfes. 

As of December 31, 1974, there were 119 interstate natural 
gas pipeline- companies making sales on a permanent basis in 
interstate com~~erce that were subject to the Natural, Gas Act. 
The 34 largest ccmpanfes sell about LO percent of the natural 
gas sold in interstate commerce. 

NATUPAL GAS SHORTAGE 

Natural gas constitutes about 33 percent of the Nation@s 
total energy consumption. Hatural gas has been pteferreci over 
other fossil fuels because tha price has aenerally been low: 
gas presents no handling proble%si there is no necessity for 
consumer storage facilities: ;he equipment is generally smslll, 
simple, ati inexpensive; the fuel burns cleanly; and there is 
no waste disposal problem. Because of this prefesence, the use 
of natural gas has grown rapidly. Increased demand has been 
accompanied by reduced findings of additional gas in recent 
years. The result has been a natural gas shortage, 
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Gas supply and demand ~re t’PFe!Idstnt On Eany ixtors, in- 
c!udi;q exploratory wc~ti~ new t&zhnology, tind pricitq consid- 
era: i@fls . :Jevertheless the relationship beto~een gas SU:+~~ and 
c’emarx? fcr the future has been deveioped f 0. the Haticn by FPC 
u=. ing , in nart, data developed by the Frrtrire Requirr~ents COW 
lzittee whiizl is a congovernLental ocganization compos&! of 
neixbers from the gas-producing I -i~efFne and distributing cc-m- 
penies. Their proaection, inclding the resobtiy shortage, 
is as follows: 

Trend: in Gemand acd Supply ‘for 2ac --- 



The fol~dwing e;~aph shcxs the recent trends toward comit- 
tirq reserves of the interstate and intrastate markets. 

AVERAGE AMNWAh NET RESERVE ADBITIQNS 
IFGEWTATE AND INTRASTATE 
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IMTE R.cTATE 

In an effort ?., better manage the nationwitie shortme of 
natural gas, WC establish& a policy to ;nininize cuztailsent 
effects through end-use uriocitifts which it believes txst serve 
the pmlic’s interest. 

As Representative Pierre S, du Font reouesteci, we reviewed 
(1) PkC’s efforts to efiectively isplencnt its natural ges CUL- 
tailrnent policy and (2) airs curtailments in Delaware. 

. . . 
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FY&‘s policy is to minimize the effects of natural gas 
shortages through end-use pr iorities. The policy is carried 
out through approval of curtailment plans prepared b$ interstate 
pipeline companies dekineatfng how available gas uilS. be alLo- 
cated to customers. 33 evaluate the effectiveness of les cut- 
tailment policy, FPC .neeJs information on the end USE! of qas 
supplies ard on the economic impact of the shortages on the 
ateas affected. Howeves c because l??C’s jurisdiction extends 

\ only to interstate pipeline sales, it does rrob_ have authority 
to obtain the necessary illformation. 

Without end-us: ard economic impact information, FE?@ cannot 
determlne whether sipelinc companies are distributing available 
natural gas as s;8ectfied in the approved curtailment plans or 
whether modifications are.needed to achieve curtailment policy f objectives. FFC 2~s~ needs such Fnformaticn to make decisions 
on future natural gas matterLip such as al loca t in9 avai lab12 
natural *.ss among geographic areas to equalize the shortage, 
and to keep the Congress informed as it considers the natural 
gas deregulatirn issue. 

FPC lacks authority to obtain end-use Jata on sales by 
intrastate pipeline companies, including sales by any company 
that receives natural gas within or at the boundary of a State I 
if all the 9as received is ultimately consumed -ithin the same 
State. Host 9as consumed by end users is sold by intrastate 
pipeline and distributing companies. i 

Without auth’ority to obtain end-use and economic impact ! 
data, FPC has trieo to monitor its policy by obtaining data 
under its present authority over interstate pipelines. Al thouqh 
the information is adequate to show that generally gas curtail- 
ments were increasing in broad areas of the country, it does 
not shoks how the gas is beirq used or the economic impact of 
tpe shortages on the areas or communities involved. 

Our review of gas. curtailments in Delaware showed that the 
curtailment reports filed by interstate pipeline companies did 
not show the actual economic impact of the curtailments on the 
State. 

FPC has recognized the need for end-use and eccnomic impact 
information and recently has unsuccessfully attempted to obtain 
tne needed inEormation by indirect means. However, such eff of ts 
are continuing. 
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tihen the supply of natural Gas szr,not Feet ger:eral needs, 
some very difficxlt decisions must be mede with res+ct to ccn- 
SUI;I-cKS wno El:ust Ge cklrtailed. Interstate pipelrne co~~oap,~es, 
with the approwa> of EQC, make these decisional Eetis-ions to 
curtail spccrfic customers are simultaneously an al iocat ion of 
availabie stipgly to other use:s. PI-C has identified a nu@ber . 
of factors that interstate 9,ipel.i~ cozpenies should constder 
in making sudt decisions: (1) safety, (2) efficiency of qas 
use, (3) consumes reliance on 0a.s for its unique chzracterisfics, 
(4) avsilabiPity and practicality of altsrnste fuel scssei- 
tutl-rrli (5; envirsnmental impact, ( 6 1 vo I ccet c ic izpact # (71 
economis factors, and (8) relationship of gas use tk hun.s~ need 
rrquiremnts. The cvera1P intent of FYC’s Wlicy i*‘css fo mini- 
mlze the eftects of the shcJrtaoe througn end-use pr 6Dr itieo 
that best serve the public ir,terest, 

On April 15, 1971, r’K issued Order 431 for e~argenz~cs 
when aiequate gas supplies were not availazle to the conSil~er. 
The oracr was to insure that interstate pipeline ccmpisnieu 

_ would take steps necessary to protect adeqc3Ze sn3 1el~el3le 
service. 7ne order recoqnized, however, th-t certain r%tural 
gas pipefine conpanies would be unable to 3~: dv<:r eno~t$n qzs 
to - rrt denarids. In this regard, the oraec neguirti enat. aise- 
linr companies entfc:pating problems Eiie a curtaikent pIa:+. 
Pipeline companies were directed to conside: curtai1lm-j Pnrcr- 
cuptitle sales and 1arg.e kiler fuel sales where alternate fuels; 
were available. Interruptible sales are made under contracts 
which do pot expressly obliqate the seller to deliver spxzif ic 
volunes within a given tir,c ~n5 which permit the seller to 
interrupt set:vice on short notice. 

On January a, 1973, FPC issued Order 467 whrch rreficed 
FPC’s curtailment policies by ordeEinq interstate pipeline 
companies curtailing natural gas to follow a priority-of-service 
SySteUl. 

I’he priority-of-service system considets the end use of 
the natural gas qlacing all consu!xcs into one of eight cate- 
gories and ,lfowlnq higher oriority consumers to be curtailr: 
only after all lower Friority consumers on a pipeline system 
had &een curtailed. 

The priority-of-service cateclorres follow. 

1. Residential and small commercial (le;;s than 50 thcu- 
sand cubic feet (WE’) on 

i 
a peak oeyl. 





fntera”ate pipeline mmanies ~rQwid$? bnfarmtfon ecr FPC 
for consfdetfnq pmpoeecf curroalaent plans. The natelial con- 
tains histoPical inLormation about end use of rstural 988 md 
some materid contafns inforoaticm on the eatimaated effects of 
future natural 93s curtailments. This information, hoveverr, 
does not allew $0~ monftorirq the effects of curtailmen?s while 
curtaflaent plans are befnq studied if~zing formal ~~tzxediogs 
or ?tliter FPC approves the plans. 

Therefore, beqinninq in September 1473, FPC souaht to mni- 
tor its curtaikent ?oiicy by requiring interstate pfpe1ir.e 
companies to furnish eurtailxnt reports regulatiy. 

Generally, kawevel: p the netural aas curtailment information 
the interstat@ pipeline cermparties reported to FPC did not show 
the ecenoi3ic impact of such curtailments on the areas involved. 
The curtailment reports f 1) contained no information cm qas 
deliveries and curtailments’ of intrastate pipeline conparties, 
which supply most of the gas consumed by end usets, {Z) did not 
consioer t0 what extent 01 ehnrstc 
able to offset the gas cur 1 

fuels Or stored gas was avail- 
aflments, and (3) coctained no infor- 

mation cm wnat qas supplie$ the curtailed pipeline customers nay 



thraselv??s 61611 Of Eturchase AirectPy etom pPaducers. 2he fol- 
lowinq infornatien, mafit of which was obtained in I)eiacp;~te~ 
dcmondt:atea this pDint. 

Roth comoanies have the szame supplier of natural qas-- 
Transco2tinential Gas Pipe Line Corporetfon (Ttansco), an inter- 
state pipeline, which outchases natural gas primarily in Texas 
and Louisiana and transports it u? the east coast. Eastern 
Shore, an interstate pipeline company, is under PPC jurisdiction; 
Delmarva, sop intrastate pipeline companyc is piot under PPC juris- 
diction, 

Tra.Isco’5 firm contract with Eastern Shore is for 22,900 
HCE e%cn day, and its firm contract with Delmarva is for 54,800 
r-ICE c?%CPl day. hlthauqh PPC receives reg-ular reports about 
Delaware’s qaS Shott%ge from Transco and Eastern Shore8 the in- 
tormaticn in these reports 6s inadequate to determine the effect 
of the natural gas curtailments on the State. Par example, tnese 
reports for the SeFtember 1973 tncouqh kuqust 1974 period showcSt 
that Transco curtall& its firm customersc including Eastern 
Shore and Delmarwa by 19.34 percent. Eastern Shore in turn, 
however, rec@rted a less-than l-percent curtailment of its firm 
customers but curtailed its interruptible customers by about 
86 percent. Dclmatwa, a5 an intrastate distributing oompany, 
was not required tcb file any reports. 

In its projections for the Septt?mb@r 1974 the-ough August 
1975 period, T~ansco estimated that it would curtail its fisa 
customers about i'.7 percent, although a contemplated chanqe in 
the curtailwnt method made it uncertain as to how much each 
customer would be curtailed. Because of the uncertainty as to 
how much it would be curtailed by Transco, Eastern Shore could 
not project the amount c2 . crlttsilnents for its customers. 

In summary@ the curtailment reports include only general 
curtailment information; they contain no information on ksw 
the curtailments have affected Delaware. The reports da not 
provide a basis on uhicn to determine the effect of Eastern 
Shore’s 86-percent curtailment of its interruptible customers. 
Even mate important. because Delmarva is tne largest qas 



Effect of natural gascuctaiHm*nts in Gelavare -- 
Ltl f~CWCi&btX I!+74 ElgStt?Cn bRRre Zi3d %??hEP.aKVa K~~K62W~t~tbWS 

told us that firm cuatom?es were mat grentiy aifccted by Transco’~ 
curtai?mcnto but that they could not swet all the demand%3 for 
gas on an interfuptibEc basis. zkotarn S!?nCa End Gelmarva gep- 
resentative3 snfa thee curtailed interruptibfe customeis, who 
used the gas ns boiler fuel, haa anticipated the cur ta iln;ents 
and had made arcan qzarents t.0 purchase a1tehnat.e fuel. zr, sddi- 
tbon * “,hcy said that cuskoaers r@CeiVing iRter~Uptib~t-2 efipB CC- 
ceptJ?d title fact that trhc naeuKal 923 they received was CQx3id- 
ered excc38 and appreciated the low-cost fuel when it was avail- 
abPc. 

One customer of Eastern Shore said that he used oil and qas 
AI boiler fuel to produce eleetr~ieity. Me contracted for a ccf- 
tafn amount of firm gas and interruptible gas f:om Eastern Shore 

-when it was avellable. The custoiercr told us that during the 
heating Season --November: I$73 to Faarch 14?4--inter ruptfble ?as 
WAS offered by E&stern Shore but it tias refus& even though iit 
was aoout one-thira of tnc cost of the fuel oil Ming burned. 
The tes?;on qiven s\ras that past fuel oil a1Botments were beset? 
on histor ical consumption, and the customer was aftaid that, if 
such an allocation system conti;lucd, consumptfgn would be arti- 
ffcafiy low and would result in lower future oil allocations. 
A customer told us that, when interruptible gas was rtot avail- 
able o his companyaS demand for firm qas was always less than it 
has contracted for because it need& only enough ~~larr to keep 
pilcrts going ta ignite the fuel oil. 

Although Eastern Shore was cuttafling firn deliveries, 
such curtailments occurred in only a few instances as of 
Movembet 1914, and then only for major industrial customers 
for a short time. 

--A 25- and X-percent curtailffient each lasting i boy in 
January 1973. 

--A ll-percent curtailment lesting 3 days in December 1973, 

--A 16percent curtailment iastinq 19 days in January 1974. 

--A 20-percent curtailment lasting 12 days in Cctober 1974. 
Hcreovcr , as of Hovenbet 1974, Delsarva, the largest qas 
supplier in Delaware, hao never curtailed firm deliveries. 

he examin& the implications of Eastern Shore cuftailaents 
of its eight incsustrial customers and generally found that: 
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iLent* Ae did not de%crmioe why, although we not& that 
aost of the custorsera usuo%lly took. less than the con- 
tract amount. 

-5hree CUseOmeFs took $BS silt of storaoe eo offset CLX” 
tailments. The use of stofed q&-s and its impact OR cur- 
taif-.s,;:rs are discussed in the next aseeim of this 
chepter . 

--Some customers have a propane injection system whfch can 
%ug~?ent the shortcnea 9x3 supply. In sue& cases the 
cffett Of tile CUrti3fiEWntt3 e@Uld k& t@dUtXd. Eestcrr? 

Shore did not Know how many of its customers used propane, 

t!se of stored O%S to offset curtsilment~ a- 
Stncg cwstomx demand far natural gas does not renain con- 

stant * some pipeline compmfes provfda a gas storsqe S?%vbce 
whereby customers can offset the effects of qks cottailsents 
during peak periods by withdrawing qas stored my pfpelfncs in 
unoergrourx9 reservoirs. however, gas withdraw8a during peak 
p2rdOdS RWSt LA? i*plaCsd t]UCiCKj nonl;eak p@ri&S. To repPace g&B 
in storage, customers use less than their &llotment fry the 
pipePine rind divert it to the storege fields. 

Transco provides a gas storage service for its ctxtomers, 
including Eastern Shore and Dslmarva. Tr%nsco has deleqa ted 
the decision to extract gas fry storuqe during pctak rx?xio& to 
Eastern Shore and Delanrva. Eastern Shore allows its customers 
to make the decision as to when to use stored qas. Celnaroa, 
however, considers the stored qas when deciding on the allotment 
of gas to its customers. Also, Delnsrva has storage capacity 
{250,000 EKF) of its own that gfvea them even greater flenfbility 
in the use of ahlotted gas. 

Gas ccc teih!w?zt repztk fileL! with FFC do not show the 
effects of stored gas on the pipeline companies8 ability to 
serve their customers. Using stored qas ha B helped the Delaware 
pipeline compsnies keep the effects of curtailments to a minimum,. 
although reports filed with FPC show a more serisus situation. 

Curtailments offset throuqh 
Expforation or direct purchase 

cteny pip@1 ir.c :?mpani’es are involved in exploring for natu- 
ral gas or in purchasing qas directly from pro&cers. By such 
means, customers are able ‘to obtain the gas needed to offset cur- 
tailments by their suppliers, To the extent that curtailments 
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For example, Elizsbethtown Gas Ccmpeny of New Jersey is an 
intrastate dfstrinutin+g corgany principally suppbied by Transco. 
la increase its gas supply, an affiHiate cokpany prQducca gas in 
Texas and Louisiana and the qas is then transported ta Transco’s 
lines, wnere atrangements have been eade for TraP.scx.3 to trana- 
port the gas to Elizabethtown Gas Coagany. iii?& this additionat 
fwPlY* Ei izabethtown Gas G~rr,pany P&S bm?n abIe tQ offset 4Bf 
Transco’s cu~teilments. The information provided to FPC, how- 
ever f would net reflect this situation. Hcmthly curta i%mewt 
reports for Transco showed fir‘& - curtailnents to ElSzabethtawn 
Gas Company of 2,342 I 157 WCF aver the 3-month period ended 
December 2374. The E2ioabethtown Gas Campany, however, had 
anticipated that such curtailments could be offset with its 
own gas. 

On various occastons~ t’PC officials have recoqnized the 
neea for information about the end use of natural ga% and a&out 
tilt? -thxcKJr;tic frr,pact 3f cxr:ailr.ects a:: 22~~ xeas involved. far 
ena!qle, in July ?r?4 tne FEC Chairman said that end-use infor- 
mation on 93s woulu be of mterial assistance ta FPC in deter- 
mininq the dimension and iapact of t.he natural gas shortage. 
He also said that FPC and other Government agencies particularly 
wanted related information on curtailment experience at the user 
level. This information was nceded to ana2yze the gas supply- 
demand situation for the 2374-75 winter and to estimate what 
wou3.d be the need for alternate fuels. 

Because it lacks tk authority to get the necessary infor- 
mation by direct means, PPC has unsuccessfully tr fed to qet the 
information by indirect means. For example c in Yuly 19?4 FPC 
tried to obtain certain data from 42 interstate pipeline com- 
panies on a one-time basis in conjunction with a request from 
the federal Energy Administration (PEA) for certain energy te- 
lated informetion. The fnfcraatfon requested was for deter- 
mining the impact of curtailments on individual pipeline eus- 
tamers for the 1974-75 heetfrq season [November through Harch). 

To obtain uniform data, FPC provided three schedules -for 
the pipeiine companies to submit. These schedules, each for a 
different class of customer, were desiqned to obtain data on 
the estimated end use cf th-e cuttaileii volumes of gas, the 
alternate fuel needed to sffset these curtsi.lments, and the 
availability of alternate fuels. In its request PPC said that 
this data was needed because present data did not provide an 
analysis of how the natural 9~s deficiency would be allocated 
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FPC was uns~cessh~l~ houewer, in obtaining the curtafl- 
ment aat8 requested, The data provided cn one of the schedules 
wss merely a restatement of data already available. The data 
for the other two rchedules was either ir-cazqlete eat not sub- 
ai.t ted, and FK has no authority to force compliance with its 
request. 

In another instance, PPC spearheaded an interagency task 
force in an attempt to get information on the effects of qas 
curtailments and on how Ix?st to minimize the impact of the 9as 
sRc.Ir taqe5. In his letter of August 8* 1974, asking cooperation 
of other PederaL agencies on the task force, the &Vi Chairman 
said: 

“fn OF&P to provide a background for policy making 
proceaufes, the Fede~nl Power Comnissfon is establishing 
a Task Force to examine the impact sf present and pros- 
pectrve cucrs~icene of qas service on dgricultore, indus- 
trY# c?mployi%mt and t3e economy. 

mt * dl The Task Porte shsuld include policy level 
representatives (Assistant Secretary or Assistant Admtni- 
strator) plus other analysts wha can identify the effects 
of gas curtailments and provide the technical and ma- 
lyeical expertise that is needed to determine tk means 
to minimize the impact of gas curtailments.’ 

The task force relied heavily on FPC’s natural gas curtafl- 
nent information o&teined~ from interstate pipeline companies. 
Such information, as steted previously, contains little infor- 
mation on the economic impact of gas curtailments. Consequently, 
the task Esrca ro;;c:t a: December 1974 contained little i~fnr- 
mation on the specifics of the end use of ava-ilable natural gas 
or the economic impact of the shortages. For example, in des- 
cribing the economic impact of qas curtailments on the wanufoc- 
turinq industty, tk report said that the lack of information on 
tne extent and location of likely curtailments, the availability 
and technical feasibility of alternate supplies of energy, and 
the criticality of natural gas in specific processes preclude 
quantitative estimates of the probable direct and indirect 
effects w empioyaent and output. 

fPC has also requested information about the natural QPB 
shortage and cur:ailaents from the Puture Requirements Committee. 
According to an FPC official, the information FPC obtained 
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FPC is lading anothen effort to obtain the needed infor- 
mation tk-oqh the FE&. This effort oricginated at a meetin.~ 
in f;oveabec 2974 whfch inc2uded reprc3entakives of FEA, PET, 
and 24 0th~ concernc~ organizations. 

A wotkfng eemsfttce was established, consistfna of staff 
%?vlbers of PPC, FEA, arid the Katicznal Association on Requlntory 
Utility Commissioners. An r'PC offfcsa1 on tne wocking comittee 
told us the colfection of the euttaikent Clatzr was still in the 
planning staoe but the comittee planned to obtain curtailrrct 
data each quacter fro53 inteastate and intrastate pipclfm com- 
panies that se22 gas to end-use CUStOmtr8. The data wilLI include 
de2PV@FfC?S, CuKtaifment5, and alternster fuel needs by individual 
customcc~: with 100,000 HCF or more of deliveries each year and 
will include combined data for all cuseozers with less than 
lOO,OOC? MCF of deliveries each year. 

FPC diacussed thz current status of this work in its SuPy 7, 
1975 ctmments on our findings and conclusions. These comments 
are aunmerfred cm page 24 ot this repott. 

CONCLUSIQNS 

To minimize the effects of natural qaS shortsqes, WC es- 
tab2 fshed a cuttaiPment polrcy desfqned to provide guidance to 
interstate pip@lfne COmpanieS as t0 which consu~ets ale to be 
provided with, or denied the use of, natural gas on a priority- 
of-service basis. These prior ities are based upon the end use 
the natural $as which FPC be2ieves wi22 best serve the public’s 

of 

interest. 

One of the pr iaery a& of the curtailment cm2 icy is to 
deny n5tUKa2 gas to @I& Users Wtw> will not be se?;iously a’ffectfd 
by such denial. To furiilb this objective it is essential that 



both end-use sna economic’ ir~~paet in format ion be obtcained u FPC 
has recognize0 b! ; need for such informatfon, but, under its 
present autbc;c itg , \;hict extends only to interst8tc pipe? .nes@ 
it cannot cbrein need@6 infarmation krom intrastate pipeline 
and distributing CORpanieS, which accounts for most of the qas 
sold ta the ultisrtte consumer. 

The regular reports on curtailments from interstate pipe- 
lane con~hsnies are helpf ul Got are inadequeEe ffx evaluating 
FFC’s curtailment policy. fK’S attempts to obtain the necessary 
infornation through irAihect means Rsve been generally uns~~ccess- 
ful. However, such attxwpts are cmtinuing. 

kiithoue helisble information on how natural. czar; is being 
used and cm the economic impact that q&s shortages\ are hewiny 
cn areas sf the Uation, 9PC is not fn a position to determine 
if interstate pipeline campantes are effectively wrryinci out 
approv& curtailment plans or to make decisions about future 
use of natural, gas. 

-- 
in commenting on our findings and conclusions, FX, in 5 

ictteK ciated Zuly 5, L335, atetecl it5 kl;cf 3at it had &mini:- 
te:ed its curtailment FOlfCi6?S in as effective B Fanner as possi- 
ble in the light sf its statutory abilities and the sheer maqni- 
tude of tk curtailment problem. FPC did believe, however, 
that an expansion of its authority to obtain natural qas d?ta 
would fcctlitzlte the discharge of its statutory tcsponsibiiities 
and pointcC out thst it had supported such expansion for many 

; 

years. i 

CPC also described many recent actions it had taken to in- 
crease the amount and reliability of th- data it depended upon 
in formulating curtailment policies. The principal action dis- I 
cuss& and the only one ainied at the continuous monitorim of / _ 
qas curtailments was the recent promulqation of WC form 63 
fSSC& Juze 25, 1075. %is Czz ~3s developed in coordination 
with FLA, the National Association of Regulatory Utility Com- 
missioners, and other governmental aqenices. It- resulted froa 
the action described on page 13 of this report. 

Form 64 will help PPC to acquire, on a regular basis, in- 
formation regarding the alternate fuel situation of pipelife 
coizpan ies’ direct end-use customers. 

Form 69 will be filed with ?FC only by jurisdicticnal 
suppliers. Suppliers of natural gas who are not subject to tne 
jurisidiction ot FPC will not be affected b$ the promulaation 
of form 69 but will be requireo to file a similar fcrm ;ith FEA, 
thereby satisfying the %utua1 requirements of both WC and F&k 
f cr this intorffiation. 



The information required by form 69 MBS to be slabmitted 
to SPC by August 1, 19”p5# for the actus period fror;: Apr iH P, 
19-t -4 p to March 31, 1475, and for fhe quaFtFrly yE?tiod cndcd 
June 30, 1975, and thereafter on a quarterly basis on OF before 
63psil jot July 30, October 30 # and dan~~aty 36 of eich year. 

FEC descri$+d other actions in its cozzx31ts which provided, 
OF should provide, natural gas data for use in a~surinq that 
particuiar end LISQfS’ needs are Kecogci~~d _zl?d in doe-or?ing 
how projected sho:tages will have an im>act on several Entes- 
state pipeline syst6ems* These actions included t, 1) FPC’s pro- 
cedures for granting emergency Felief from curtailment to users 
who can justify such relief ati (21 an order direct& against 
14 interstate pipeline coa;;janics aimed at infsrming PPG 23s to 
ho% the companies plan to deal with their projected st?orrarjcs. 
Enformation resulting from such actions is useful in nanagrng 
curtailments, out it is oatainti on a one-time basis ano does 
not provide a means of sontinualPy monitorinq the effects 0L 
curtaflnents. 

Althouqh FPC has proposed of Supported -Legislation in pst 
yea cs to increase its information-gathering authority, many of 
these pf~pGs3~a xecc retie iken i-t:rtura!. 32s wcs plentiful and 
the urgent need fat the dara was difficult to support. Thl5 
may be tke rlain reason that efforts to enact such legislation 
in the past have ken unsuccesnfui. 

Although we continue to believe that the orobsble -%lution 
to the problems discussed in this report lies ‘in additional 
information-gathering .WthoKity for FTC, we do not writ to cre- 
elude the possibility that FPlC’s cutrent coordination efforis 
with Sri and the use of form 69 will result in FK’s obtaining 
the information needeo to effectively regulate curtailed gas 
deliveries. 

If such efforts prove successful, it would eliminate the 
difficult task of trying to effect major legislative revisions. 

I;n commenting on our preliminary report by letter dated 
July 18, 1475, the Administrator, FEA, stated that the dnta- 
gathering system it developed in conjunction with FPt would 
provide the necessary gas curtailment data fot both interstate 
and intrastate pipelines, down to the ultimate consumer. FEA 
said that it was not imperative for FPC to seek legislation to 
obtain sucn data. _ 

It remains to be seen, hcwevec, gzrticularly in view of 
past unsuccessful etfotts to obtain inforzwtion on the izpaet 
of qas curtailment that working through FEA will provide FPC 
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Nevertheless we believe that this latest efdort by i?i’6: aand 
FL3 shotild be t:%ed to see if the needed informt%on can be 
oatsined ir: the manrzc devised. The cwl=rscss shourd be kept 
apprised of the status or’ tilts lat.est request Em fnforrzaticn 
and of any additional actdons that may be necest;ary to succe~- 
fully accoepiish the desire4 objectives, 

The Administrator, FEW, made two additional comments bn 
his letter. ik? Sdid that, with the present infornaticn provided, 
it is possible for PP@ ta tiequibte8v assess the imoacts of the 
gas curteflment policies cm U5@fS* Our report discussed this 
issue at length and concluded thet PPC did not get adequate in- 
.tormation to assess the impact of nat.ural. gas curtailments. 
FPC’S cements cm our report did rmt refute our conclusion, 
The Administtatoe saj,d al50 .that Snterstate’pipelines include 
cras held in storage In projecting svailmb,lc supply and levels 

'of curtailments or supply &?fic%encies. Although. pipe?incs may 
consider the axx~ur?t ot; gas rn storege in making projections, ir@ 
toura that reports filed with FPC concerninq Delaware do not 
show the effects ot stored qsr; urn the pipelines abflity to serve 
their c~stoxwrs. PPC ccm13ents ofi our preliminary report did 
not refute our facts on this point either. 

he recommend that +he FPC Chairman report to the Congress 
on the results of the FPC-PEA coordinated effort to obtain the 
natural gas eurteflment data needed to evafuete the effective- 
ness ot izPC’s curtailment policy. The report should comment on 
the aciequacy of tbe data and on additional actions needed to 
obtain the data. 

tie recommend that, if the desired results are not obtained 
or if PPC finds the mechanism tw cumbersome, the PPC Chairman 
seek leg%sSetivc revfsions to the Hatural Gas Act to expand 
FEC's authority to obtain information on 11) natural gas sales 
by intrastate pipeline and distributing cotipanies and (2) the 
end use of .the gas by ultimate 
from interstate anti intrestate 
panies. 

consumers wha purchase the gas 
pipeline and disttibutinq com- 

! * 
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Mr. Henry Eschwege 
Dftcctor 
Ftesources and Econo3bc 

Development Uivfsfcn 
u. s. General Accounrfng Office 
441 @ s:;eet* N.W. 
Washington, D. C. 26548 

. 

As reqtresLed i;ih your letter Of 3une 20) 1975) 
i rim rransaafering the enclosed coumants of the 
i$mrni;s~~n on your Droposed report to ~ong;rcsmaa 
Pierre S. dc Pm& oa the natural, gas curtail~m~t 
policy of the Federal Power Comiesion. 

In addftion to the enc1a.d conmento 1 would 
like ta invite your attentim to page ii of your 
Digest, BS amplified by the text of the report on 
page 5, to the effect that FPC needs fnformatfon 
about curtailment detafls to make “deci.sionsinvolIving 
the necessity of deregulation of natural gas. . .” 
As you know, FPC is not empowered to deregulate. 
Lf GA6 means that the FE% is responsible for developing 
some kind of end-use impact information for Congresri 
to use in 3s decisions relating to deregulation, the 
text of your report slmald be clarified to so state. 
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Eric Posure 
FPC Comnts GAO D~afr 

Curtailnent Kepart 
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HF. Honte f. casnffeld, Jr. 
DCrector 
Offfce of Specfel PrograBs 
U.S. General Accountling Office 
LMlfngton, D.C, 2054a 

We have revfewd your draft repfawt entitled “Need to Evaluate the 
Effcxtfv~~s of Ratural Gas ClJI-taftmmt Polfcy," uhfch you eaclosed 
with youetr Ietter of June 20, 1875. 

we sobiYi%t t-e ' hdng comwts for your consfderatfon fn prep&fig 
the ffml repW~. 

1. FEA and FPC have developed the necessary system to 
gatkr data on gas cwtellmnts for both fnterstate 
and intrastate pipelines, down to the ultfmte 
coC)RSWP. It is not. therefore, Imperative at trtfs 
tfm2 for the GM to seek legfslation or revfsion of 
the Natural Gas Act to authorrte the FPC to obtain 
such data. 

2. kffth the present fnfomtfon contained in pfplfne 
curtaflment reports to the FBiC and in proceediys 
an petStions for extraordinary relief frm cur- 
tailment, It Is possfble for the FPC to make an 
adequate assessment of the ffqacts on users of its 
gas curtailment po!icy. 

3. Enterstate pfpelfnes do fnclude gas held in storage 
in projecting avaflable supply and levels of cur- 
tafl~~nts,or supply deffcfwcfes. 

. 


